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Scope of Student Loan Debt Problem

• Approx. 44 million in U.S. have student
loans.

• Total student loan debt in U.S. is greater
than $1.4 trillion.

• Student loan debt is the 2nd largest source
of household debt.

Bloomberg BNA, “Mounting Student Loan Debt Mobilizing Bankruptcy Courts,” Diane Davis, July 31, 
2017, available at https://www.bna.com/bankruptcy-law-reporter-p6001/
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Student Loan Debt Hits Military Personnel

Despite Post-9/11 G.I. Bill benefits, 
more than 40% of active duty military 
carry student loan debt. 

MarketWatch, “Why veterans and servicemembers struggle with student loan debt, despite a generous 
GI Bill,” Jillian Berman, Nov. 11, 2015.
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Growing Scope of Student Loan 
Debt Problem

• A record 8.5 million federal student borrowers 
were in default as of June 30, 2017. More than 
one in ten outstanding federal student loan 
dollars ($140 billion) is in default.*

• According to the Center for Responsible Lending, 
90+ day delinquencies on student loans outpace 
any other kind of debt, including credit card and 
mortgages.

*the institute for college access & success (TICAS), Sept. 27, 2017 press release, “Federal Student 
Loan Default Rate Rises for the First Time in 4 Years: Recent Education Department Actions Will Lead 
to Even More Defaults”
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For-Profit Schools Exacerbate 
Student-Debt Problem

• Students at for-profit schools are more likely 
than those at other institutions to take out loans.

• Among veterans with G.I. Bill benefits attending 
two-year degree programs, 31% at for-profit 
schools took out loans in the academic year 
ending in 2012, compared with 13% at public 
schools.* 

* LA Times, “Generous GI Bill isn't keeping today's veterans out of student loan debt,” Alan Zarembo, Oct. 30, 2015.

5

For-Profit Schools Target 
Veterans and Servicemembers

•90/10 Rule (10% of revenue must 
come from sources other than Title IV 
financial aid)

•Big Loophole: G.I. Bill benefits and 
Tuition Assistance count as private 
$$$, not as federal funds.
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For-Profit Schools Target Veterans and 
Active Duty Military

• In 2012-13, 8 of the top 10 recipients of 
Post-9/11 G.I. Bill $$$ were large, publicly-
traded companies that operate for-profit 
colleges.

• Today, 40% of Post-9/11 G.I. Bill $$$ goes 
to for-profit schools.  

7

Higher Student Loan Default Rate

• For-profit colleges enrolled only 9% of all 
students in U.S., yet 33% of the borrowers 
who defaulted attended for-profit colleges 

• Considering both borrowing and default rates, 
the likelihood of a student defaulting at a for-
profit college is 3X higher than at a 4-year 
public college and 3.5X higher than at a 
community college.

the institute for college access & success (TICAS), Sept. 27, 2017 press release, “Federal Student 
Loan Default Rate Rises for the First Time in 4 Years: Recent Education Department Actions Will Lead 
to Even More Defaults”
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Consequences of Default (Fed Loans)
1. Collection Fees: DoE refers defaulted loans to private 

collection agencies (PCAs) who impose sizable fees.

2. Administrative Wage Garnishment: PCAs can garnish 
your wages without filing a collection action/obtaining 
court order.

3. Treasury Offset Program: govt can seize federal tax 
refunds and portions of Social Security benefits

4. Damage to Credit Score: delinquency & default are 
reported to CRAs.

5. No Statute of Limitations to collecting on debt

6. Can’t Enroll in IDR Payment Options

9

Admin. Wage Garnishment (AWG)

• Wages up to 15% of disposable pay can be garnished 
until the debt is paid.  

• An amount equal to 30 times the minimum wage is 
protected:  30 x 7.25 = $217.50 is protected per week.*

• Borrower has right to receive notice 30 days prior to 
garnishment.
• PCA’s failure to provide notice/hearing before ordering employer to withhold wages 

may violate FDCPA or state UDAP.  Cliff v. Payco Gen. Am. Credits, Inc., 363 F.3d 
1113 (11th Cir. 2004).

• Borrower can challenge the garnishment, enter into repayment plan, or request 
forbearance due to hardship.  A hardship form is available at: 
https://myeddebt.ed.gov/borrower/PDFFrames.jsp?fileName=form.financial.status.fo
r.wage.garnishment.hearing.only.pdf

*National Consumer Law Center’s Student Loan Borrower Assistance website,
http://www.studentloanborrowerassistance.org/collections/government-collection-tools/admin-wage-
garnishments/, 
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Avoiding Default: 
Income-Driven Repayment Plans

• Payments are tied to income and household size.

• Monthly payment can be as low as $0 per month. 

• Balance of the loan is forgiven after 20 or 25 years of 
repayment, depending on plan.  
• Note: The forgiven debt is treated as taxable income. Need to inform 

your client of potential tax issues.

• Govt. covers unpaid interest for subsidized loans 
during first 3 consecutive years in IDR.

• Staying enrolled in plan requires re-certification of 
income and household size each year.  Big problem.

11

Income Driven Repayment Plans
Revised Pay As You Earn (REPAYE)

• Available for all Direct Loan borrowers
• Monthly payment is 10% of discretionary income
• Discharge after 20 years if undergrad loans; 25 years if any loans are grad
• 50 percent interest subsidy for any unpaid interest accrued while enrolled in this plan

Pay As You Earn (PAYE)
• Available for Direct Loan borrowers who have at least 1 loan after 9/30/2011 and no loans prior to 9/30/2007, and 

have a PFH (partial financial hardship)
• Monthly payment is 10% of discretionary income up to fixed 10-year standard payment amount
• Discharge after 20 years

New Income-Based Repayment (new IBR)
• Available for borrowers who take out 1st loan after 7/1/2014 and have PFH
• Monthly payment is 10% of discretionary income up to fixed 10-year standard payment amount
• Discharge after 20 years

Income-Based Repayment (orig. IBR)
• Available for all federal student loan borrowers (Direct Loan or FFEL) with PFH
• Monthly payment is 15% of discretionary income up to fixed 10-year payment amount
• Discharge after 25 years

Income-Contingent Repayment (ICR)
• Avail. for all Direct student loan borrowers (Parent PLUS can be repaid in ICR if consolidated into Direct Loan).
• Monthly payment is lesser of 20% of discretionary income and 12-year repayment amount X income % factor
• Discharge after 25 years

12
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Public Service Loan Forgiveness
• 3 Eligibility Requirements*:
1. The right kind of job (military service, gov’t jobs, 501(c)(3))

2. The right kind of loan (only applies to Direct Loans)

3. The right kind of payment (10-year standard repayment plan or any 
IDR plan)

• Steps:
1. Certify that you work for a qualified “public service employer”

• Get “Employment Certification” form from loan servicer & have employer fill it out.
• Submit annually and any time you switch employer.
• Loan servicing transfers to FedLoan who tracks qualifying payments.

2. Make 120 on-time qualifying payments (not required to be consecutive)

3. After 120 payments, submit PSLF Application to request forgiveness

*Joshua Cohen, The Student Loan Lawyer, “PSLF Application and the Big Bug,” Sept. 5, 2017
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Income Driven Repayment Plans are 
Tragically Underutilized

• A CFPB study revealed that federal loan servicers have 
systemically failed to notify borrowers who are at risk of 
defaulting that they could potentially avoid default by 
enrolling in an IDR plan.
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Income Driven Repayment Plans are 
Tragically Underutilized, Part 2

• In Jan. 2017, CFPB sued largest student-loan servicer, Navient
(formerly Sallie Mae, Inc.). Complaint alleges that Navient steered 
borrowers into forbearance and deferment rather than alternative 
payment plans.  Motive: advising borrowers about IDR plans and 
processing IDR paperwork eats into profits.++  

• According to the CFPB complaint, Navient added nearly $4 billion of 
unpaid interest to the principal balance of borrowers’ loans by placing 
them in multiple forbearances rather than enrolling them in IDR plans. 

• A 2012 CFPB report found that loan servicers were steering 
servicemembers to forbearance and deferment options.*

• The servicemembers were often unaware that the interest on their 
unsubsidized loans would continue to accrue during 
deferment/forbearance, causing the loan balance to balloon.*

++Consumer Financial Protection Bureau v. Navient Corp., et al., 17-CV-00101 (M.D. Pa.)

*Consumer Financial Protection Bureau, “The Next Front? Student Loan Servicing and the Cost to Our 
Men and Women in Uniform,” Oct. 18, 2012

15

Loan Servicers and Recertification for IDR 

• CFPB’s suit against Navient also alleges that Navient
systematically (1) failed to properly notify borrowers of 
deadline for annual re-certification and (2) failed to warn 
borrowers of the consequence of not re-certifying on time.  

• Consequences: borrower is kicked off the IDR plan, 
placed back into an unaffordable standard repayment 
plan, and unpaid interest is capitalized. 

• Irreversible harm.

• Between July 2011 and March 2015, borrowers who did 
not timely renew their enrollment in IDR plans regularly 
exceeded 60%.

16
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Getting Out of Default:
Rehab vs. Consolidation

• Rehabilitations generally make up 70 percent of federal loan 
collections while consolidation makes up less than 20 percent.+

• Rehab requires borrower to make 9 months of payments within 
a 10-consecutive-month time period.  

• Payments can be set as low as $5/mo.; nearly 80% of 
borrowers rehab at $5/mo.+

• At the end of the 9 payments, the borrower is transferred back 
from the PCA to a loan servicer and placed on a standard 
payment plan.  It is up to the borrower to request IDR.

+Consumer Financial Protection Bureau, 2016 Annual Report of the CFPB Student Loan Ombudsman 
(Oct. 2016), https://www.consumerfinance.gov/data-research/research-reports/2016-annual-report-
cfpb-student-loanombudsman/. 
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Getting Out of Default: Rehab Often Fails 
Low-Income Borrowers

• Collection agencies are incentivized to complete rehabs, not to 
ensure long-term success of borrowers.  

• For borrowers who qualify for a $5 monthly payment under an 
income-driven rehabilitation, collectors will recover a total of 
$45 in rehab payments. In exchange for completing this rehab, 
the DoE (taxpayers) may pay collectors up to $1,710 – nearly 
40 times the amount of the cash recovery.+

• 9 out of 10 who rehabbed were not on IDR plan within 9 mo. of 
getting out of default; more than 50% re-defaulted.

• Borrowers can only rehab one time. Consequences of 
redefaulting are severe.

+Consumer Financial Protection Bureau, 2016 Annual Report of the CFPB Student Loan 
Ombudsman (Oct. 2016), https://www.consumerfinance.gov/data-research/research-
reports/2016-annual-report-cfpb-student-loanombudsman/. 
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Getting Out of Default: 
Consolidation & IDR

• Borrowers can cure a default through refinancing 
their defaulted loans with a new Direct 
Consolidation Loan. 

• Requires borrower to simultaneously enroll in IDR 
plan.

• Of previously defaulted borrowers who recently 
cured default through consolidation, nearly all (95 
percent) remained in active repayment twelve 
months later. 

19

Federal Student Loan Discharges 

• Total & Permanent Disability for Veterans
(34 C.F.R. § 685.213(c)): requires 
documentation from VA that veteran is 
“unemployable due to service-connected 
disability”

• Closed School (34 C.F.R. § 685.214)

• False Certification (ATB, forgery, identity 
theft) (34 C.F.R. § 685.215)

• Unpaid Refund (34 C.F.R. § 685.216)

20
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Perkins Loan Benefits for 
Servicemembers

• A school must cancel up to 100% of the outstanding 
balance of a Perkins loan for each full year of active duty 
service in the U.S. armed forces in an area of hostilities or 
an area of imminent danger that qualifies for special pay. 

• Cancellation rate: 15% for the first and second year of 
qualifying service, 20% for the third and fourth year of 
qualifying service, and 30% for the fifth year of qualifying 
service. 

21

Relief from Federal Student Loans
Borrower Defense-to-Repayment

(20 U.S.C. § 1087(e)(h); 34 C.F.R. 685.206(c); language of Master Promissory Note)

• Based on wrongdoing by school

• Can be asserted as a defense to collections, including 
AWG and tax offsets

• May also be raised affirmatively. Thousands of victims of 
Corinthian Colleges, ITT Tech and other for-profit schools 
have applied for borrower defense to repayment.

• New guidelines were supposed to go into effect on July 1, 
2017.  Sec. DeVos stayed implementation.  Now intends 
to rewrite the guidelines.  Won’t be ready until 2019.

• In the meantime, DoE is sitting on more than 65,000 
borrower defense to repayment applications.

22
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Don’t Expect Any Help from Feds

• Trump University settled a $25M lawsuit after the election.

• DoE Sec., Betsy DeVos, has thus far consistently acted to 
weaken consumer protections for borrowers.

• In August 2017, DeVos picked former for-profit school 
administrator, Julian Schmoke Jr., as head of the DoE's 
enforcement unit.

23

Federal vs. Private Student Loans

• Fed loans make up 85-90% of total.

• Private loans usu. have higher interest rate 
and fewer protections (no statutory 
discharges and repayment plans)

• Collection suits are more common with 
private loans.

24
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Defenses to Collection Actions

• Statutes of limitation: in N.C., an action to collect on the 
debt must be brought within 3 years of last payment 
(Note: not avail for federal loans)

• Failure to prove ownership of debt: as with mortgage 
loans, private student loans are often securitized and 
owned by Trusts that may have difficulty proving its right 
to enforce the debt obligation

• See CFPB v. The National Collegiate Master Student Loan 
Trust, et al., 17-cv-01323 (D. Del.) (Sept. 9, 2017) 

• Failure to prove amount of debt: affidavits submitted to 
prove default and amount of debt outstanding can be 
challenged based on lack of personal knowledge

• Standard contract defenses (fraud, mistake, etc.) 

25

Student Loans and Bankruptcy

Student-loan debt is difficult (but not 
impossible) to discharge in bankruptcy.  

26
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Servicemembers Civil Relief Act (SCRA)
and Student Loans

• Caps interest rate at 6% per year.

• Cap applies to loans obtained/disbursed prior to military service.

• Rate cap applies for entire period of active duty service. 

• Can submit request to servicer up to 180 days after leaving active 
duty and the rate cap must be applied to entire period of active-
duty service.

• According to CFPB report, servicemembers complain that loan 
servicers have failed to properly apply the rate cap and/or have 
imposed burdens on applying that do not comport with the law. 

• Note: May have to chose between the SCRA rate cap benefit and 
getting on an IDR plan or PSLF forgiveness.

See https://studentaid.ed.gov/sa/sites/default/files/military-student-loan-benefits.pdf

27

Checklist
Have client access NSLDS website for status of federal loans.

If client is in default, consolidate loans and get on IDR plan (unless 
rehab would be better to allow client to take advantage of SCRA).

If client is not yet in default and client is unable to make standard 
payment, assist client in getting on an IDR plan.

If client is on active duty and/or plans to stay in military or work in 
public service field, consider Public Service Loan Forgiveness.

If school closed while client was attending (or w/in 120 days) or client 
became disabled through military service, determine eligibility for loan 
discharge.

If client claims she did not take out student loans, do FERPA request 
to school to get financial aid records; assess for forgery/identity theft.

If client has Perkins loans, determine eligibility for principal 
cancellation.

28
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Contact Information

Jason Pikler, Staff Attorney

NC Justice Center

(919)863-2403

jason.pikler@ncjustice.org
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For Members of the U.S. Armed Forces

What you need to know about your federal student loan benefits
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Thank you for your service
As America’s servicemen and servicewomen, you’ve always been there for us when we needed you. The Department of 
Education and your student loan servicers appreciate the sacrifices you make for our country and we want to be there for 
you, too. Our teams of dedicated customer care representatives can help you access benefits available on your loans, review 
repayment options, and help you create a plan to manage your student loans while you are far from home. 

Student Loan Benefits for Members of the Armed Forces
In acknowledgement of your service to our country, there are special student loan benefits and repayment options available 
from the U.S. Department of Education (ED) and the U.S. Department of Defense (DOD). This brochure provides an overview of 
these benefits and options. Contact your student loan servicer for additional information, including eligibility information and 
required documentation.

Benefit Description Loan and Service Eligibility Documentation Requirements

Servicemembers 
Civil Relief Act 
(SCRA) Interest  
Rate Cap

Interest on student loans 

obtained prior to your 

military service is capped  

at 6% during periods of 

active duty.

• Federal and private loans.

• �Loans disbursed prior to active 

duty start date.

• �For federal loans, the earliest benefit 

effective date is August 14, 2008, 

and active duty periods that fall on or 

after that date may qualify.

• �If you consolidate your federal loans 

after your active duty start date, 

your consolidation loan may not be 

eligible for the benefit.

• �Your student loan servicer will proactively 

check an authorized military database*, 

and if you are listed as being in active 

duty status the servicer will automatically 

apply the benefit to eligible loan(s). If your 

military orders indicate a different active 

duty start date, you may submit a copy,  

and the benefit start date will reflect the 

earlier active duty start date. 

• �You also may initiate the benefit by 

submitting a copy of your orders.

Military Service 
Deferment

You can postpone loan 

repayment during certain 

periods of active duty and 

immediately following 

active duty.

• Federal and some private loans. 

• �Generally offered for active duty 

military service during a war,  

other military operation, or  

national emergency.

• �Assigned to a duty station other than 

your normal station. 

• �Generally, periods of training or 

attending service school are not 

eligible for deferment.

• �Completed Military Service and Post-Active 

Duty Student Deferment Request form; or

• �Written statement from commanding/

personnel officer along with completed 

borrower section of deferment form; or

• �Copy of military orders along with 

completed borrower section of deferment 

form; or

• �Verbal request from you or your 

representative if documentation cannot 

be submitted, for the initial twelve-month 

period for federal loans.

Deferments After 
Active Duty

You can postpone 

repayment while you 

prepare to return to school 

following your active duty.

• Federal and some private loans. 

• �Following service during a war, other 

military operation, or  

national emergency.

• �Military Service and Post-Active Duty 

Student Deferment Request form; or

• �Written statement from commanding/

personnel officer along with completed 

borrower section of deferment form; or

• Copy of military orders.

Public Service 
Loan Forgiveness

You may qualify for 

forgiveness of the 

remaining balance of your 

Federal Direct Loans.

• Federal Direct Loans only.

• �Employed full-time at a qualifying 

government or nonprofit public 

service organization, including 

military service.

• �Make 120 on-time qualifying 

payments after October 1, 2007 while 

in a qualifying income driven or 10 

year standard repayment plan.

• �Submit an Employment Certification Form 

to determine eligibility.

Continued on Page 2

* �Federal loan servicers and many private loan servicers complete this proactive match. Contact your loan servicer for eligibility questions or for more information.
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Benefit Description Loan and Service Eligibility Documentation Requirements

0% Interest While you are serving in a 

hostile area that qualifies you 

for special pay, you do not 

have to pay interest for up  

to 60 months.

• �Federal Direct Loans made on or after 

October 1, 2008.

• �The portion of a Direct Consolidation 

Loan that represents loans made on 

or after October 1, 2008.

Proof of deployment in a hostile area, 

including:

• �A certifying official’s statement and 

signature; or

• �Military orders showing you’re serving in 

a hostile area; or 

• �A Leave and Earnings Statement 

showing you’re receiving hostile or 

imminent danger pay.

Income-Driven 
Repayment Plans

Repayment plans that base 

your monthly payment on 

your income are available for 

federal student loans. Under 

these plans, you may qualify 

for a low or zero payment 

amount with the possibility of 

forgiveness of the remaining 

balance in 20-25 years.

• �Eligibility is based on your income 

and varies with the loan type and 

date the loan was made. Contact your 

student loan servicer to determine 

your eligibility. 

• �Private loans are not eligible for these 

plans; contact your loan servicer for 

available options.

• �Income-Driven Repayment Plan Request 

form and documentation of income.

HEROES Act 
Waiver

While you are on active 

duty, ED waives many of the 

documentation requirements 

attached to federal student 

loan benefits. For example, if 

you are on an income-driven 

repayment plan and military 

service prevents you from 

providing updated information 

on your family size and 

income, you can request to 

have your monthly payment 

amount maintained.

• Federal loans.

• �Active duty military service during 

a war, other military operation, or 

national emergency.

• Military orders. 

• �Your student loan servicer will 

proactively apply a waiver if they have 

information that you are actively serving 

in the military and qualify for the waiver.

Department of 
Defense (DOD) 
Repayment of 
Your Loans

In certain circumstances, as 

determined by the DOD, all or 

a portion of your student loans 

may be repaid by the DOD.

• Varies based on branch of military. • �Contact your designated Military 

Personnel Officer or representative for 

application process details.

Veterans Total 
and Permanent 
Disability 
Discharge

If you have a service-

connected disability, you may 

qualify for discharge of your 

student loans.

• Federal and some private loans. • �Documentation from the U.S. 

Department of Veterans Affairs verifying 

that you have a service-connected 

disability; and

• �Total and Permanent Disability  

Request form.
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1. �Consider granting power of attorney to an individual 
you trust to allow him or her to manage your financial 
matters, including your student loans. The person to 
whom you give power of attorney can sign documents 
and act on your behalf. The legal assistance office on 
your military base can assist with establishing a power of 
attorney. As an alternative, you can provide your servicer 
with the name of the person you approve to receive 
information about your loan.

2. �Establish an account on your servicer’s website, which 
will allow you to view information about your student 
loan and make payments online.

3. �Provide your servicer with your current contact 
information, including an e-mail address, 
to ease communication.

4. �Make interest payments, even if you have military 
deferment available to you. This will keep your balance 
from increasing and could save you money in the long run.

5. �Review your repayment options. Repayment plans based 
on your income may provide a better outcome for federal 
student loans, as you may qualify for a low  payment and 
loan forgiveness.

6. �Sign up for automatic payments to help keep  
your loan in good standing.

7. �Place an active duty alert on your credit report to reduce 
the risk that you’ll become a victim of identity theft. 
When a business sees an active duty alert on your credit 
report, it must verify your identity before issuing credit. 
You may designate a personal representative (a spouse 
or another trusted person) who can act on your behalf to 
verify your identity or remove your active duty alert  
if needed.

Helpful tips for active duty or if you are deployed

Useful student loan resources
Resource Description

Federal Student Aid
StudentAid.gov/military
StudentAid.gov
1-800-4-FED-AID

Learn more about government and nonprofit organizations that offer 

money for college to veterans, future military personnel, active duty 

personnel, or those related to veterans or active duty personnel.  

If you have federal student loans, you can learn about repayment  

plans, deferment and forbearance, and other options to help you  

repay your loans.

National Student Loan Data System (NSLDS®)
NSLDS.ed.gov

Find out who is servicing your federal loans with NSLDS’s 

comprehensive database.

DOD and VA Military Information Programs
MilitaryOneSource.mil/ 
TodaysMilitary.com/living/paying-for-college
Benefits.va.gov/gibill/

Information and resources for servicemembers and their families 

including information on veterans benefits and paying for college.

Servicemembers Civil Relief Act (SCRA)
DMDC.osd.mil/appj/scra/

Get more information about the benefits available through SCRA.

Equifax - Equifax.com

Experian - Experian.com

TransUnion - Transunion.com

These are nationwide consumer reporting agencies where you  

can place an active duty alert on your credit report. Simply enter 

“active duty alert” in the website search box for forms and  

contact information.

Veterans Disability Discharge Program
DisabilityDischarge.com

Get more information on loan discharge for disabled veterans.
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Consumer Financial
Protection Bureau Learn more at consumerfinance.gov/students

1. Lower the interest rate for 
all your loans

If you are serving on active duty, you’re eligible to 
have your interest rate lowered to six percent on all 
student loans (both federal and private) taken out 
before your active-duty service. You can submit 
your request up to 180 days after leaving active 
duty, and the lower interest rates will be applied 
retroactively for the entire period of your active-
duty service.

Next steps
Inform your student loan servicer(s) that you’d like to 
lower your interest rate under the Servicemembers 
Civil Relief Act (SCRA). You’ll need to write to your 
servicer and send a copy of your orders.

2. Manage your federal 
student loans

You can take steps to lower your monthly 
payment today and may qualify for Public Service 
Loan Forgiveness (PSLF) after 120 qualifying 
monthly payments (ten years). All active duty 
servicemembers may be eligible. To get started 
you need to have qualifying loan, sign up for a 
qualifying payment plan and certify you have a 
public service employer.

Next steps and tips
§§ Make sure you have a qualifying loan. Only 

federal Direct Loans are qualifying loans for 

Public Service Loan Forgiveness. Learn more 
about your loans at nslds.ed.gov.

§§ Enroll in a qualifying payment plan. Income-
Based Repayment (IBR) is the best payment 
plan for many borrowers. IBR sets a low monthly 
payment based on your income, allowing you to 
make progress toward 120 on-time qualifying 
payments and loan forgiveness. To get started, 
enroll online studentloans.gov or contact your 
student loan servicer.

§§ Certify that you work for a qualified public 
service employer. Contact your student loan 
servicer to get the Employment Certification for 
Public Service Loan Forgiveness form to qualify 
for loan forgiveness. You’ll need your employer 
to complete and sign section three.

§§ If you have newer loans, you may be able to 
lower your monthly payment even further. Pay 
As You Earn (PAYE) is a different payment plan 
that offers lower monthly payments than IBR. 
Eligible borrowers must have at least one new 
loan made after October 1, 2011 and have no 
federal loans from before October 1, 2007. Learn 
more at studentloans.gov.

Ask your servicer about other options for 
your federal loans
Reduce your interest rate to zero. While you are 
serving in an “area of hostility” that qualifies you 
for special combat pay, you may not have to pay 
interest on Direct Loans made on or after October 
1, 2008, for up to 60 months.
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Know your options
For most servicemembers, it’s better to pay your 
private student loans if you can.  If you can’t afford 
to repay your loans while you’re on active duty, ask 
your servicer about interest-only payments instead 
of deferment or forbearance. This will stop your 
loans from growing and may still provide you with 
some short-term relief.

Run into trouble?
Submit a complaint. Have an issue with your 
servicer or debt collector? We’ll forward your 
complaint to the company and work to get a 
response from them. Visit cfpb.gov/complaint or 
call 855-411-CFPB (2372).

Contact your Judge Advocate General (JAG). A 
JAG can help if you need legal services. Find a JAG 
at legalassistance.law.af.mil. 

Still have questions? Ask CFPB has over 1,000 
questions and answers in plain language. Visit 
consumerfinance.gov/askcfpb.

Cancel your Perkins loans. Perkins Loan borrowers 
serving in an “area of hostility” for more than 365 
days may be eligible to have their loan balance 
reduced for each qualifying year of service.  
Contact your servicer to apply.

Be wary of military deferment. Military deferment 
may be available for some servicemembers if you’re 
on active duty or in the National Guard during 
certain qualifying times.  But be aware, if you have 
an unsubsidized loan, the unpaid interest will cause 
your total debt to grow.

Want loan forgiveness but have federal 
loans that don’t qualify?
Consider consolidating. Borrowers with older 
federal loans may be able to take out a new Direct 
Consolidation Loan in order to be eligible for Public 
Service Loan Forgiveness.  

Be careful. While this option may make sense for 
borrowers with very high levels of student debt, 
if you’re on active duty and your student loan 
interest rate is higher than six percent, you may lose 
eligibility for your interest rate reduction under the 
SCRA.

3. Manage your private 
student loans

If you’re having trouble making ends meet and 
you’re serving on active duty, you may be eligible 
to postpone private student loan payments through 
deferment or forbearance options. Be aware that 
while the terms of alternative payment plans will 
vary, the interest on your loans will continue to grow 
even after you stop making payments.
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